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Notes of the Month 


Back to the Land in the U.S.S.R. 

ON 14 January, before a meeting of the Supreme Soviet of the 
U.S.S.R., Mr Khrushchev announced that the armed forces were 
to be reduced by 1,200,000 men. In the same speech the actual 
numbers in the armed forces were given for the first time, although 
previous reductions had also been widely publicized. According to 
Mr Khrushchev’s statement, the army reached its highest peace- 
time establishment of 5,763,000 in 1955. In that year a cut of 
650,000 men was announced, and further reductions followed in 
May 1956 (1,200,000) and in January 1958 (300,000). This reduc- 
tion was completed by February 1959, leaving a strength of 
3,613,000. (Mr Khrushchev’s figures were slightly different; he 
gave a figure of 2,140,000 for total reductions since 1955, which 
leaves him with a present strength of 3,623,000 men, and future 
forces of 2,423,000.) The contemplated reduction is to take place 
in stages over the next one and a half to two years, and will affect 
primarily the air force and the surface navy; ultimately it is to save 
the country up to 17 milliard rubles. 

Whether the manpower will in fact correspond to the figure 
given by Mr Khrushchev is not quite clear, since, in mentioning 
various possibilities of employment for the men to be demobilized, 
he said that ‘some of the artillerymen and airmen will be used in 
new missile units.’ The phrase may apply to a transfer of non- 
demobilized men, but remains ambiguous. A new feature is the 
proposed creation of a territorial army, whose members will re- 
ceive their’ training outside working hours. No figures were given 
for this. 

On the military side, the move is not surprising, and, as has been 
pointed out, can more legitimately be regarded as reorganization 
than as disarmament. It leaves the U.S.S.R. with by far the largest 
standing army in Europe, and the development of missiles means 
that its striking power will not be impaired. The propaganda value 
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of the announcement needs no emphasis, especially in view of the 
proposed meeting of heads of Governments. 

It is likely that the main reason for the reduction is to augment 
the labour force, which requires expansion for a number of reasons. 
The figure for school-leavers is now showing the effects of the fall 
in the wartime birth-rate, and the rate of entry into employment 
will not revert to normal until 1962-3. The age-group o—14, which 
stood at 54 million in 1955 and 1956, is expected to reach 66 million 
by 1962. 

One unusual feature of the composition of the labour force is the 
disproportion between men and women, reflecting wartime losses. 
The 1959 census showed that for the population above the age of 
32 there were 166 women to 100 men; women are not well repre- 
sented in the higher party and administrative occupations, and it 
is likely that the senior personnel in the forces to be demobilized 
will be used to meet the need for responsible staff in various fields 
of administration. A few days after Mr Khrushchev’s speech Mar- 
shal Malinovski, the Minister of Defence, said at a meeting of 
officers of the Moscow garrison that ‘upwards of 250,000 offi- 
cers, generals, and admirals will be discharged from the armed 
forces.” 

The 54:6 million employed persons (other than in collective 
farms) in 1958 are to be increased, according to the Seven-Year 
Plan, to 66-5 million by 1965; this would imply that with the popu- 
lation growth as projected from current statistics virtually the en- 
tire increase would be absorbed outside the collective farms. The 
planned increases by 1965 in the output of industry and agricul- 
ture are given as 80 per cent for industry, and from 30 to 100 per 
cent in different branches of agriculture (taking 1958 as the base 
figure). This is to be attained by a rise in productivity ranging from 
45 to 50 per cent in industry and 60 to 65 per cent in State farms, 
to 100 per cent in collective farms. At the same time hours of 
labour in industry are to be reduced to a seven-hour working day 
(six on Saturday), giving a working week of forty-one hours, the 
change to be completed by the end of 1960. Further reductions, to 
begin in 1964 and to bring the working week down to thirty-five 
hours, are promised. 

The industrial expansion of previous years was made possible 
by a considerable influx of labour from the countryside. The pro- 
portion of country to town population changed from 67:33 per 

1 The Times, 21 January 1960. 
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cent in 1939 to 52:48 per cent in 1959. This trend is probably 
coming to an end. The implementation of virgin land projects, 
and Mr Khrushchev’s pledge to catch up with the U.S.A. in agri- 
cultural production per head of population, will require a vast 
labour force. Moreover, there have been numerous complaints in 
the Soviet press about a shortage of labour on the collective farms, 
as well as a number of references to ex-peasants returning to the 
countryside from the towns now that conditions in rural areas show 
a marked improvement. It has been announced on the Soviet radio 
that demobilized men who went into collective and State farms 
would enjoy special privileges in the matter of financial loans and 
training. 

Although the prospect of a labour shortage should not be exag- 
gerated, it is clear that the reduction in the personnel of the armed 
forces finds its place among the measures being taken in Moscow 
to facilitate the realization of the economic plan. 


The Paris Economic Conferences of January 1960 

THE ministerial meetings held in Paris in the second week of 
January have been occupied with problems of far-reaching import- 
ance not only for Western Europe, or even the Atlantic Alliance, 
but for the world at large. They are problems of political as much 
as economic significance and have two distinct aspects: the recon- 
ciliation of different approaches to the future shape of Western 
European relations, and the need for concerted policy adjustments 
by industrial countries to the changing world economic scene. The 
juxtaposition of these two aspects of future Western economic 
policies has come about through a significant new departure in 
American foreign economic policy, namely, the decision of the 
United States to offer Atlantic co-operation on an equal footing 
between their own country, the Canadians, and the Europeans. So 
far discussion has been confined to procedure. 

The week began with ministerial meetings of each of the two 
trading groups which face each other in Western Europe:' the six 
European Economic Community, or Common Market, countries 
whose treaty has been in force since 1 January 1958, and the Euro- 
pean Free Trade Area Association, or so-called Outer Seven, who 
were meeting for the first time since the conclusion of the Stock- 
holm agreement which had meanwhile been signed by the partici- 


1 See “The Outer Seven: Buying Time in the European Trade Dispute’, in 
The World Today, January 1960. 
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pating Governments between 29 December and 4 January, and 
now awaits ratification. 

The Atlantic conference, or Dillon committee, the resuit of 
American initiative, opened in the afternoon of the 12th and closed 
in the early hours of the 14th. Its composition and terms of refer- 
ence had been laid down in the communiqué issued on 21 Decem- 
ber after the Western summit meeting.’ It was attended by Minis- 
ters from the United States and Canada and eleven European 
nations, five each from the Six and the Seven, plus Greece, making 
a total of thirteen countries,? together with representation from the 
Community of the Six. Incidentally, the absence of Professor Er- 
hard from among the leaders of national delegations may not have 
been without political significance. 

The task before the Dillon committee was to decide on means 
for examining three separate questions: commercial relations of 
the Six and the Outer Seven; ways of improving the effectiveness 
of assistance to under-developed countries through international 
co-ordination; and the creation ef permanent consultative machi- 
nery with full United States participation to deal with ‘major eco- 
nomic problems including the problem of development assistance’ ,* 
a task which will determine the future fate of the O.E.E.C. 

- The initial proposals submitted by Mr Dillon, U.S. Under- 
Secretary of State for Economic Affairs, at the opening of the 
Atlantic conference were framed after preliminary discussions be- 
tween United States and European statesmen, notably during Mr 
Dillon’s own eight-day European tour from 7 to 14 December to 
London, Brussels, Bonn, and Paris. As will be seen, the proposals 
underwent changes in the course of debate which were sympto- 
matic of persisting fundamental differences in approach. In es- 
sence, his suggestions were these: that senior officials of the twenty 
Governments who are members of or associated with the O.E.E.C. 
should consider the possible form for a new joint consultative body 


1 Text of communiqué, New York Herald Tribune (European edition), 22 

December 1959. 
participants from the European trading groups were: Belgium, France, 

Western Germany, Italy, and the Netherlands from the Six, i.e. excluding 
Luxembourg; Denmark, Great Britain, Vaccaro Sweden, and Switzerland from 
the Seven, i.e. excluding Austria and N orway. The remaining O.E.E.C. coun- 
tries not resented were Iceland, Ireland, Spain, and Turkey. Further, there 
are on do bios Yugoslavia and F inland, the former associated with some as- 
pects of the work of O.E.E.C., the latter having begun talks on possible associa- 
tion with the Outer Seven in Paris on 15 January 1960. 

® statement by Mr Dillion on 12 January; official text, U.S. Infor- 
mation Service, London, 14 January 1960. 
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on the basis of working papers, including, perhaps, a draft charter, 
to be prepared by ‘a group of three’; that machinery for co-ordina- 
tion of aid to under-developed countries should come into opera- 
tion at once pending the long-term organizational changes which, 
in view of the forthcoming Presidential election in the United 
States, could not become effective for at least eighteen months; 
and that, again pending the decision on a possible successor or- 
ganization to O.E.E.C., the problem of European trade relations 
be discussed from time to time by the reconvened Dillon com- 
mittee itself. 

The resolutions finally passed by the thirteen-nation Dillon 
committee, and authorized by all twenty O.E.E.C. members and 
associates, on the morning of the 14th? brought agreement on the 
following procedural steps. (i) The long-term organizational ques- 
tion is to be studied by four, not three, representatives, who will 
be Government officials and not independent experts—a point 
contested during the discussion—from the United States, France, 
Great Britain, and Greece, and who will report on 19 April to a 
conference of the twenty Governments at official level to which the 
Common Market Commission will be invited. (ii) The problems 
of co-ordinating bilateral and multilateral development aid pro- 
grammes are to be taken up by a group of eight countries, namely 
Belgium, Canada, France, Western Germany, Great Britain, Italy, 
Portugal, and the United States, together with a representative of 
the Six. They are to invite other capital exporting countries to 
participate, or to meet with them. One such would probably be 
Japan. Their first meeting is to be held in Washington at about the 
end of February. (iii) The hotly contested question of terms for 
discussing European trade relations ended with the rejection of 
the initial U.S. proposal to use the Dillon committee of thirteen 
as a forum. Instead, senior officials of the twenty O.E.E.C. mem- 
bers and associates will constitute themselves into a committee 
with the Common Market Commission in about four weeks’ time 
to appoint working parties for the examination of outstanding 
trade problems, with priority conceded to the subject of relations 
between the two European trading groups. The Executive Secre- 
tary of the G.A.T.T. is to be invited to participate. 

Behind these decisions and the debates preceding them lay the 
United States Government’s newly felt concern for expansion of 
‘America’s own export markets to assist in solving her present 

1 For texts see the Board of Trade Journal, 22 January 1960. 
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balance of payments problems, and its continued support, mainly 
for political reasons, of the integration efforts of the Six, as well as 
its anxiety to safeguard world trade expansion and increasing flow 
of capital to newly developing countries. As far as the Six are con- 
cerned, they were by all accounts content with the American ap- 
proach, which fitted in well with the prevailing concepts as pro- 
pounded by their Commission and proposed by M. Monnet’s 
Action Committee for the United States of Europe. The Seven, 
for their part, feared that through preoccupation with global ques- 
tions the European context would be lost sight of, to the detriment 
not only of themselves. Common to all was the welcome for the 
participation of the United States and Canada. 

In the outcome, the meetings have provided an opening at least 
for talks on future trade relations within Western Europe. They 
have brought out into the open the O.E.E.C.’s plight through lack 
of support from among the Common Market members.! They hold 
out hope that constructive work may begin towards the rationaliza- 
tion of Western aid policies and techniques. They have reflected 
the need to take account of Western Europe’s ‘coming-of-age’ as a 
post-war world economic force and have raised important world or- 
ganizational issues which will require much discussion and thought. 


Arab Writers Look at Israel 

A correspondent writes: 

Mr WEIGERT’s article, ‘Arab Writers Look at Israel’ (The 
World Today, December 1959, pp. 501-8), does less than justice 
to the complexity of its subject. Since the Palestine War of 1948, 
there has been an enormous output of books, pamphlets, and 
articles in Arabic, trying to explain why the Arabs lost the war and 
discussing present and future relations between Israel and her 
Arab neighbours. What is common to all this literature is the 
belief that the dispossession of the Arab community of Palestine 
was unjust, and also the fear of a possible Israeli expansion; but 
within this common framework there are many gradations of 
meaning and emphasis. No Arab writer suggests that the State of 
Israel should be recognized, but not all of them believe that it can 
or should be destroyed; no Arab writer would absolve the great 
Powers from responsibility for what happened in 1948, but the best 


1 The Council of O.E.E.C. at ministerial level met on the afternoon of 14 
January for the first time since the breakdown of the European Free Trade 
Area negotiations in December 1958. 
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of them place their main emphasis rather on the internal weak- 
nesses of Arab society which made the disaster possible. Mr 
Weigert misses these distinctions, and maintains that, with very 
few exceptions, Arab authors are concerned ‘with fruitless efforts 
to justify past mistakes and whitewash the shortcomings of Arab 
leaders by the time-honoured method of defamation, bombast, 
and exaggeration’. This may be true of the ephemeral pamphlets 
sold in the streets of Cairo; but it is wholly untrue of serious, 
dignified works of self-criticism like Dr Costi Zuraik’s The Mean- 
ing of the Disaster or Musa Alami’s The Lesson of Palestine. Mr 
Weigert gives a description of these two books misleading alike 
in spirit and in detail. For example, he makes Dr Zuraik defame 
the Jews by calling them ‘gangs of creatures’. But the phrase 
Zuraik uses can better be rendered as ‘fragments of creation’ (or, 
as the English translation’ has it, ‘remnants of mankind’); and it is 
used not to denigrate the Jews but to point the contrast between 
the compact Arab community and the Jewish community formed 
by groups of diverse origin, and so to pose in vivid terms the book’s 
central problem—that of why, in spite of their natural advantages, 
the Arabs proved weaker than the Jews. A little later, he quotes 
Zuraik as writing: “Hardly had the first gun been fired . . . when 
the Palestine people fled.’ In fact, what Zuraik wrote was: ‘Jt will 
be said that . . . no sooner had the first bombs fallen than the 
Palestinian Arabs fled . . . this sweeping accusation is ill-founded.’ 
(Our italics.) His meaning is therefore the opposite of that which 
Mr Weigert attributes to him. 

Similarly, in the passage dealing with Musa Alami, Mr Weigert 
states that Alami’s Development Project ‘was, until it was burned 
down by angry mobs in the Jordan riots at the end of 1955, a 
unique example of an experiment to resettle Palestine Arab 
refugees’. This word ‘until’ implies that since the riots the project 
no longer exists, and what Mr Weigert clearly means is that Alami’s 
plan of refugee settlement was destroyed by public anger; but in 
actual fact, although the project was damaged in 1955 it now con- 
tinues on a larger scale. Alami is also described as a supporter of 
King Abdullah’s ‘Greater Syria’ scheme, and as suggesting a 
union of Jordan, Syria, and Lebanon. In fact, in his book he 
suggested a union of the Fertile Crescent, that is to say, of Jordan 
Syria, and Jraq; Lebanon, although a part of the Fertile Crescent, 
should have a recognized special status. 

1 Beirut, Khayat, 1956. 
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Nasser’s Daring Dream: The Aswan 


High Dam 


Art the Egyptian Department of Antiquities in Cairo, this is a time 
of sorrow and feverish activity. Doomsday is near for one of the 
most imposing monuments ever built: the famous Rock Temple of 
Abu Simbel, from whose facade a group of colossal stone figures 
has been gazing across the desert since the days of the Nineteenth 
Dynasty, some 3,200 years ago. 

A few years hence, the great temple, a Mecca of scholars and 
tourists through the ages, will lie submerged under the waters of a 
gigantic flood unleashed by man: the 105 million acre-feet’ lake 
that will be formed by the Nile river between the town of Aswan 
and the Sudanese border after the High Dam, on which work 
officially began on g January, has been built. 

To the Egyptologists, this means a major disaster. What the 
economists and technicians are hailing as the start of a great 
new era for Egypt may appear to them as the greatest sacrilege 
committed since Herostratos burned the Temple of Artemis at 
Ephesus. For, as the man-made lake rises, Abu Simbel will be 
gone for ever. No one could hope to move the sitting stone giants 
from their millennary pedestals. All that can be done—and is being 
done—by a devoted team of Egyptian and foreign scholars work- 
ing at the Department’s Centre of Documentation is to record for 
posterity every feature of the place. From photographic and hand- 
written copies of all inscriptions to detailed architectural plans and 
models, everything is to be preserved on paper and in replica. 
Even photogrammetric maps of the friezes and figures decorating 
the temple are being made, with contour lines down to half a 
millimetre apart that show every bump and scratch in the rock. 

But what cannot be preserved, no matter how great the efforts 
of the Egyptologists, is the awe-inspiring effect of the grandiose 
monument on the viewer standing at the foot of it. For even a tall 
man, drawing himself up to his full height, can barely reach with 
his hands the toes of the stone giants. 

This, then, is part of the toll Egypt—and mankind—must pay 
for the benefits that are expected to derive from the Aswan High 
Dam. Much more than the Temple of Abu Simbel will have to be 
sacrificed to the life-giving Moloch water. Some 80,000 people— 

* 1 acre-foot=1,233 cubic metres. 
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mostly Nubians—are now living in the area that will be inundated. 
Several hundred towns and villages, including the border station 
of Wadi Halfa with its airfield, will be drowned by the flood, but 
of course the inhabitants will be safe. As a matter of fact, the Cairo 
Government is doing everything in its power to make the huge job 
of resettlement as easy and humane as possible. Already 40,000 
feddans (roughly equivalent to acres) of land have been set aside 
for the evacuees in other parts of Egypt (Kom Ombo, Esna, 
Radissieh, Dar el-Salam, and Bayadieh) where the climate and 
general living conditions are similar to those of Nubia. 

The artificial lake that will be created by the dam is to be about 
320 miles long and will reach deep down into the Sudan. It 
will be more than three times as large as the. Hoover Dam’s Lake 
Mead, hitherto considered the largest man-made body of water in 
the world. Other features of the venture are of proportionate 
dimensions. The High Dam—it is 80 called mainly to differentiate 
it from the existing older and lower Aswan Dam, although height is 
not really one of its predominant features—will be 3-1 miles long, 
with a thickness at the base of 4,276 feet. This will be more than 
twice the length of the old Aswan Dam, built by the British in 
1902, which hitherto ranked as the longest structure of this 
kind. 

At its highest point, in the central portion extending for about 
1,970 feet, the Dam will rise to a towering 361 feet, equal to a 
35-storey building. Here it will reach a total height of 643 feet 
above sea level. This is, however, less than half the height of the 
Hoover Dam which, with its 726 feet, will continue to be the 
tallest of the great dams of the world. (The Mauvoisan Dam in 
Switzerland, in the Canton of Valais, is even higher—787 feet— 
but otherwise of much more modest proportions.) 

The High Dam will arise at a point about four miles upstream 
from the site of the present Aswan Dam. Here craggy cliffs rise 
steeply on both banks of the Nile river, which at this spot is 
1,640 feet wide. For reasons of economy, the engineers in charge are 
planning to make the most of the natural features of this site. In- 
stead of the usual solid concrete structure, they will make good use 
of the granite blocks obtained through excavation and the huge 
boulders that abound in the area, filling the gaps between them 
with sand, mud, silt, and concrete. Even so, the ten-year con- 
struction work will require tremendous quantities of building 
materials: an estimated 34,000 tons of steel and some 55 million 
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cubic yards of other materials; and 22-2 million tons of rock will 
have to be excavated. 

Original blueprints for the mammoth undertaking were drafted 
by an international group of engineering concerns in which the 
two German firms Hochtief AG (Essen) and Bauunion (Dort- 
mund) played a leading role. Among the many names associated 
with the scheme over the years, the British firm of Alexander Gibb 
and partners and an American, Professor Laurenzig Straub, 
played a prominent part. 

Preparatory work began as early as the second half of 1952, after 
the revolutionary regime had come to power. However, it was not 
until after Colonel Gamal Abdel Nasser had wrested control from 
General Mohammed Naguib, in 1954, that the ‘full speed ahead’ 
signal was given to the planners. After the preliminary research 
had been completed and evaluated, the international experts pre- 
sented their final report to the Nasser Government on 4 December 
1954. In it the experts reaffirmed their conviction that the project 
was feasible and selected the site where construction was to begin, 
about four miles south of the old Aswan Dam. They recommended, 
however, that a number of additional studies and experiments 
should be carried out prior to drafting the contracts for con- 
struction. 

In particular, it was found necessary to test the geological for- 
mations of the Nile river bed, which is about 113 feet deep at this 
point, in order to determine whether it would be able to carry the 
tremendous weight of the High Dam. This part of the preparatory 
work was carried out by a team of German experts who laboured 
for many months, night and day, drilling test holes into the river 
bed. Other preliminary studies at the chosen site included experi- 
ments for the sedimentation of the soil, which were carried out by 
the German Johann Keller Company; experiments designed to 
determine and repair the effect of friction in the Nile bed south 
of the Dam, which were conducted under the supervision of 
Professor Straub; and hydraulic research on models supplied by 
the French company Sogoya, of Grenoble. The cost of this pre- 
liminary work was estimated at {E5 million, or about $14 million. 

Under the original plan, drafted by the German and other 
Western experts, seven large diversion tunnels were to have been 
cut in the rock of the east bank of the Nile for the purpose of 
diverting the water flow during the construction period. The 
tunnels were designed to enable the passage of the natural river 
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supply during a high flood and also to control the flow of irrigation 
waters throughout the year. 

It was in this respect that the most radical changes were iatro- 
duced into the scheme after a Soviet commission of technical ex- 
perts had taken over from the Western experts at the end of 1958. 
The Russians suggested that it would be much cheaper to divert 
the water around the dam by means of a canal about 1,900 yards 
long to be built on the west bank of the river than by blasting seven 
tunnels through granite. They estimated that nearly $17 million 
could be saved in this way on the cost of the first stage of con- 
struction. The Western group of experts had reservations about 
this new approach, but they were overruled by the economy- 
minded Egyptians. And the Russians, by that time, were holding 
the purse-strings of the venture. So, at the end of June 1959, the 
Cairo Goverriment approved the changes proposed by the Russians. 

How did it come about that this great international venture 
launched ‘under Western auspices should eventually wind up as a 
virtual Soviet monopoly? Financing played a key role in this de- 
velopment; politics also played a part in it. 

From the outset it was obvious that Egypt could never carry the 
financial burden of this mammoth undertaking all. by herself. 
Building the High Dam alone would cost around $1,300 million, 
the experts calculated—a staggering sum for so poor a country as 
Egypt. And Nasser had more in mind than just building the dam 
and reservoir. The tremendous supply of water power that would 
become available had to be utilized; that meant constructing here 
one of the largest electric power plants on earth. In order to put all 
the cheap electricity thus generated to good use, a major industrial 
centre had to be created from scratch in this area, clustering around 
a large steel plant. 

Then there was the need to provide housing for the 15,000 
labourers and hundreds of technicians and engineers, as well as 
administrative and clerical staffs, to be employed in the venture. 
Moreover, this large new community, for the most part trans- 
planted from other parts of the country, would require communal, 
social, and medical services, as well as a minimum of recreational 
facilities. That meant building schools, churches, mosques, 
hospitals, hotels, restaurants, and a cinema. At Aswan alone, 5,000 
new and popularly priced apartments are to be built, according to 
present plans, and 3,000 more in the immediate vicinity of the build- 
ing site. All this added up to a total bill of around $2,200 million. 
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But President Nasser was determined to build ‘his’ dam, one of 
the greatest in the world, that probably some day will bear his 
name, regardless of cost. His dominant motive, unquestionably, 
was the thought of the immense benefits that could be derived 
from the High Dam for the national economy, but he also had an 
eye on posterity, it may be assumed. How Nasser feels about this 
aspect of the matter appears in a much-quoted dictum of his own: 
‘For thousands of years the Great Pyramids of Egypt were fore- 
most among the engineering marvels of the world. They ensured 
life after death to the Pharaohs. Tomorrow, the gigantic High 
Dam, more significant and seventeen times greater than the 
Pyramids, will provide a higher standard of living for all Egyp- 
tians.’! 

This statement, incidentally, calls for some qualification. It 
does not mean that the High Dam is going to tower above the 
Great Pyramid (Cheops Pyramid) of Gizeh, which is—or rather 
was originally—482 feet high, and which even now, when its top 
has been somewhat eroded by time, weather, and spoliation, re- 
mains by far the taller monument of the two. What it does mean is 
that the combined weight of the building material to be used in 
construction of the Dam is equal to seventeen times the weight of 
the Cheops Pyramid. 

Originally, the Cairo Government expected to provide from its 
own resources about $900 million of the $1,300 million cost of the 
High Dam proper, over the ten-year building period, leaving a 
minimum of $400 million to be borrowed abroad. Subsidiary pro- 
jects, such as the electric power station and the steel plant to be 
constructed near the reservoir, were to be financed largely through 
credits to be extended by the foreign contractors or by their 
respective Governments. 

A large foreign loan was needed, in particular, to get the entire 
project off the ground, for Egypt lacked the starting capital. To 
that end, approaches were made in 1954-5 to the International 
Bank for Reconstruction and Development (World Bank) as well 
as to the Governments of the United States and Great Britain, 
among other countries. All expressed a willingness, in principle, to 
extend financial and technical assistance. 

In mid-December 1955, the World Bank let it be known that it 
had agreed to loan Egypt up to $200 million for the Aswan Dam 
project, under certain conditions as to loan supervision. Another 

? The Egyptian Political and Economic Review (Cairo), October 1958. 
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$200 million was to be provided simultaneously by individual 
Governments, including about $150 million from the United 
States and $14 million from Britain. A draft agreement between 
Egyptian representatives and the President of the World Bank, 
Mr Eugene Black, was signed on 9 February 1956. 

In the following months, however, Washington and London 
were becoming increasingly impatient with Nasser’s moves on the 
international chessboard. The State Department, in particular, 
was angered by what it considered Nasser’s duplicity in making 
frequent overtures to the Soviet bloc while bargaining with the 
West for funds. On 19 July, the Department announced, with de- 
liberate brusqueness, that the U.S. was no longer interested in 
helping to finance the High Dam. Britain and the World Bank 
followed suit. A week later, Nasser countered by proclaiming 
nationalization of the Suez Canal, ostensibly for the purpose of 
using its tolls to finance the High Dam scheme, and the great Suez 
crisis of 1956~7 was on. Almost on its heels there followed the Iraq 
crisis of July 1958, causing more bad blood between Nasser and the 
West. 

During all those months, the High Dam project was virtually 
held in abeyance. It was not revived until the Kremlin, in Sep- 
tember 1958, stepped into the vacuum left by the West. This is not 
the place to discuss the moot question whether Moscow at any time 
before the Suez crisis had made a definite offer to Cairo of financial 
or technical assistance in the Dam venture. Such an offer was 
definitely made, however, in the course of an official visit to Cairo, 
in the third week of September, by N. A. Muchitdinov, a Soviet 
Deputy Premier and high-ranking member of the Communist 
Party’s Central Committee. The offer was immediately accepted 
by the Egyptians and a few days later Nasser’s right-hand man, 
Field Marshal Abdel Hakim Amer, left for Moscow by way of 
Czechoslovakia to negotiate details of the deal. 

On 23 October, four days after he had reached Moscow, Amer 
informed Nasser by a long-distance call from the Soviet capital 
that the Kremlin had agreed to grant credits of up to 400 million 
rubles ($100 million at the official rate) for the first stage of con- 
struction and to make available technicians, machinery, and 
materials for the building project. That same night, Mr Khrush- 
chev formally announced the loan agreement at a Kremlin recep- 
tion for Marshal Amer. 

In mid-November, a delegation of Soviet experts, headed by 
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Peter Nikitine, vice-chairman of the Soviet State committee for 
economic relations with foreign countries, arrived in Egypt for an 
on-the-spot inspection of the proposed building site and for tech- 
nical talks with the Egyptian High Dam Construction Committee. 
Following their visit, a formal Soviet-Arab aid agreement for 
construction of the first stage of the High Dam was signed on 
27 December 1958. 

By that time, however, the formerly cordial relations between 
Moscow and Cairo had cooled considerably, owing to the unex- 
pected developments in Iraq. As the conflict between Nasser and 
Kassem reached the critical stage, in the spring of 1959, and while 
the Egyptian leader appeared to be carrying on an anti-Commun- 
ist crusade of his own, a tension developed that also seemed to 
endanger the High Dam project anew. But the storm blew over, 
and in May technical talks on construction details were resumed. 
On 28 June, Nasser put his stamp of approval on the modifications 
proposed by the Russian experts, thereby giving the go-ahead 
signal for the construction which has now begun.* 

Thus, barring unforeseen new events, the controversial High 
Dam will be built after all. That Egypt stands to reap great benefits 
from it can hardly be doubted. 

In the first place, the High Dam, with its immense reservoir, will 
permit a continuous storage of Nile water—a near-revolutionary 
development in irrigation technique. In past years, the old Aswan 
Dam (whose height has been increased several times over the 
years, but cannot be raised farther than its present 174 feet) has 
served to equalize the supply of Nile water for irrigation purposes 
within a given ‘water year’, but its capacity was not large enough to 
store up one year’s excess for use in a following year of deficit. The 
High Dam, by contrast, will do just that: it will permit the storing 
of all excess water over a number of years for use in any subsequent 
year or years when a critical decrease in the water volume of the 
river may occur. 

Of all the great rivers of the world, the Nile is perhaps the most 
unpredictable and unreliable. The volume of water it carries from 
the monsoon-drenched highlands of central-east Africa to the 


During January 1960 President Nasser and Mr Khrushchev exchanged 
Notes establishing Russia’s participation in the second s te: the construction 
of the Aswan Dam on the same lines as in the first stage (The Times, 19 January 
1960). Russian proposals for extensive changes in the construction of the dam, 
resulting in possible lower costs and shorter construction time, virtually con- 
stitute a merging of the two stages of construction into one project, for which the 
Russians are reported to be advancing a further £80 to {90 million credit. 
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parched plains of Egypt varies enormously not only from one 
season to the next, but also from year to year. 

As a result, Egypt’s economy, over the centuries, has been 
afflicted by the biblical cycle of fat and lean years and has been 
exposed to devastating floods as well as drought and famine. In 
1878-9, for instance, the swollen Nile threatened to submerge the 
entire country under a record water volume of 151,000 million 
cubic metres, while in 1913-14 the Nile’s water volume barely 
reached 42,000 million cubic metres—far short of annual irrigation 
requirements, which at present are estimated at 52,000 million 
cubic metres for Egypt and 3,500 million for the Sudan. In the 
critical summer period (from February to July), when the river’s 
water level is low, Egypt normally requires 22,000 million cubic 
metres for adequate irrigation, including 7,500 million drawn from 
present storage facilities. But in 1878 the Nile, in that period, car- 
ried an unexpectedly large water volume of 36,000 million cubic 
metres, while in 1914 its volume plunged down to the dangerously 
low figure of 7,000 million. 

These alternating threats of flood and famine will be removed 
for ever, the experts hope, once the High Dam has been built. 
With the ‘perennial irrigation’ that will result (instead of the ‘basin 
irrigation’ now in use), the cultivated area of Egypt can be in- 
creased by more than 30 per cent. At present, 96-5 per cent of the 
country that looks so big on a map is sheer wasteland. Of Egypt’s 
386,100 square miles, only about 6 million acres are actually under 
cultivation, almost all in the Nile Valley and the Delta. That this 
small cultivated area could sustain Egypt’s teeming population—at 
present 24 million—at all was due to the new irrigation methods 
introduced at the beginning of the century, when the old Aswan 
Dam was built by the British, which permit the harvesting of up 
to three crops a year. As an estimated 2 million more acres (in- 
cluding 700,000 in Upper Egypt) come under the plough, thanks 
to the High Dam, food and cotton will be more plentiful—uniless, 
of course, the growth of population outruns the expansion of 
cultivated land. 

The other great benefit that Egypt expects to draw from the 
High Dam is electrification, and in its wake industrialization of the 
country. Under the original plans, the tremendous water power 
generated by the Dam was to be harnessed by an underground 
plant with sixteen turbine units, of which eight were to be in- 
stalled over the first ten years and the remaining eight in a succeed- 
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ing ten-year period. Each station would generate 130,000 kwh and 
have a capacity of 10,000 million kwh per annum. Whether and to 
what extent these designs have been changed by the Russian 
experts is not known yet. But in any case it is certain that huge 
quantities of cheap electricity will become available. With an out- 
put of 10,000 million kwh per year, the High Dam power plant 
would produce, even in the initial stage, eight times as much 
power as is being produced in all of Egypt today. 

A large portion of this electric power is to be carried by overland 
transmission lines as far as Cairo, some 600 miles away. The cost to 
consumers is expected to be only about one-sixth or one-seventh 
of a cent per kilowatt at Aswan and half a cent in Cairo. 


JOACHIM JOESTEN 


Western Germany Before the Summit 


BETWEEN CONFERENCES 

WITH continued economic prosperity, and with no internal 
political upheaval likely as long as Dr Konrad Adenauer remains 
Chancellor, it is natural that West German attention should be 
concentrated mainly on foreign affairs. (The unexpected flare-up 
of anti-Semitism, in its present crude phase, provides no real ex- 
ception, since it is the discredit to the German name abroad that is 
the greatest worry among most politicians and people in Western 
Germany.) 

Foreign affairs mean primarily East-West relations and 
N.A.T.O., since these hold the key to the defence of what Western 
Germany has already achieved, and to the possible realization of 
unfulfilled national hopes. It was therefore not surprising that the 
two Paris meetings—the N.A.T.O. Council and Western Summit 
meetings—in December 1959 were given great prominence 
everywhere, and that the first of the series of Summit Conferences 
next June is eagerly, if anxiously, awaited. 

Chancellor Adenauer, on his return from Paris, and more 
recently in his speech to the West Berlin Parliament on 11 January, 
expressed great satisfaction at the outcome of those meetings. He 
seemed convinced that the agenda for the coming Summit talks 
was more or less settled according to his own ideas, and was in 
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marked contrast with the trend of the discussion at the end of the 
Foreign Ministers’ Conference in Geneva in July-August. The 
three Western Powers, Dr Adenauer confidently implied, were no 
longer, as in September, prepared to discuss the future of West 
Berlin in isolation, but only within the framework of the whole 
German question. 

There was a time when the Chancellor maintained that the 
Berlin issue should be raised at any international conference with 
the Russians only after agreement had been reached on general, 
controlled disarmament. But today, even in Bonn, it is realized 
that international developments during the past twelve months 
have made this point unrealizable. The Chancellor’s unconcealed 
annoyance at Mr Macmillan’s visit to Moscow in April 1959 
showed his fear that some change in the Anglo-American attitude 
to the U.S.S.R. was on the way. This heralded a period of un- 
certainty and irritability for the Chancellor, which was to be inten- 
sified by the death of Mr John Foster Dulles, whom he often 
referred to as his ‘great friend’. The Chancellor’s present thinking 
began to take shape under the impact of the most recent Berlin 
crisis, and was further influenced by President Eisenhower’s in- 
vitation to Mr Khrushchev to visit the U.S. in order to ‘turn his- 
tory away from war and towards peace’. The most detailed exposi- 
tion of this new change was given in Secretary of State Christian 
A. Herter’s speech of 16 November, before the Council for Foreign 
Trade in New York. In this speech, Mr Herter called for a policy 
of ‘co-survival’ between the two major social and political systems 
in the world today, in order to construct a new relationship which 
might prevent mutual destruction. 

Dr Adenauer has never been much in favour of a policy of 
peaceful co-existence with the Soviet Union. For him, co-existence 
with the Soviet Union demands a policy of realism, which recog- 
nizes that the free world is in a life-and-death struggle with 
totalitarianism. The fact that Western solidarity has stood the test 
in Berlin gives ground for optimism, but is no guarantee of 
security in differences with the U.S.S.R. in the future. 

The swing round, in tactics if not in conviction, on the part of 
the Western allies was taken by many people in Bonn to mean that 
the Federal Republic’s friends and allies were beginning to think 


‘The pe co-existence of people with totally different ideologies is an 
illusion unfortunately is far too much accepted,’ Dr Adenauer said in an 
interview in Elsevier’s Weekblad (Amsterdam), 9 January 1960. 
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of the problems of Berlin, and of reunification, not only in terms of 
German aspirations but also in terms of the broader framework of 
East-West understanding, i.e. of a world peace based upon com- 
promise. 

‘he Chancellor’s optimism about the Western Summit and 
N.A.T.O. meetings in Paris was not, however, shared by most of 
the West German press, especially after it had considered the 
results in the light of further information and interpretation from 
various reliable sources. Soon there were doubts as to what had 
actually been achieved in the French capital. Did the four Powers 
mean the same thing when they said they would stand fast on 
Berlin? Was the West more united or more disunited on Berlin 
than it had been a year earlier? The serious-minded press in 
Western Germany came to the conclusion that the really tough 
questions had not been settled in Paris, but had been relegated to 
the diplomats; and that no agreed policy on the approach to 
negotiations about the future of Berlin had actually been reached. 
‘The Western Summit meeting in Paris passed off so smoothly, 
and agreement was reached so quickly by the four Governments, 
that it almost gave rise to the suspicion that the heads of States 
fulfilled their tasks in Paris only on paper, and that the real de- 


‘ cisions were postponed.’ Another newspaper* went so far as to 


write: “The fact that there is still no clarity about the West’s 
position on Berlin causes some concern. Even if a common 
Western attitude is reached before the Summit meeting with 
Khrushchev, it is possible that differences among the Western 
Powers will reappear after a few days of negotiations with him.’ 
Dr Adenauer, however, in his Berlin speech of 11 January, 
assured his listeners that at any East-West conference ‘the three 
Western Powers will explain with all clarity to Khrushchev that 
they have rights and duties in Berlin which cannot and must not be 
interfered with.’ He also stressed that the legal status of Berlin 
must remain unaltered. In his view, any changes could only be 
for the worse and would mean capitulation to the U.S.S.R., since 
Mr Khrushchev had clearly shown his intention to be to bring first 
Berlin and then the whole of Germany under Communism.* 


1 Siiddeutsche Zeitung (Munich), 21 December 1959. 

* Westdeutsche Allgemeine Zeitung (Essen), 21 December 1959. 

*In a television interview the same evening, Dr Adenauer stated that an 
unchanged ‘legal status’ for Berlin did not mean that everything should be left 
unchanged. There might be changes in the interests of Berlin and the Soviet 
zone, but the basis of the existing legal agreement must be untouched. 
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In connection with this question of Berlin’s status, it is often 
felt that the Social Democrats of that city are unconsciously play- 
ing into the hands of the Communists when they demand ‘legal 
integration of West Berlin in the Federal Republic’. For this would 
also automatically upset the four-Power status of the former 
capital. There is nothing that the Communists would be more 
delighted to see. A special legal position in Berlin is the strongest 
Western argument. This makes it possible, for example, that the 
Chancellor of the Federal Republic can be in West Berlin with the 
same legal right as the Premier of the D.D.R. in East Berlin. 

The Paris conferences last December—especially the N.A.T.O. 
conference—also left much uneasiness because of the failure of the 
Western Powers to agree among themselves. The Federal Republic 
is particularly concerned because it fears the possibility of having 
to make its own decision as between its allies—between American- 
British and French opinions—on some vital issues. Hitherto, all 
that Western Germany had to do was to remain loyal to Europe 
and to N.A.T.O. 

Franco-German close co-operation in these days is very largely 
based upon the friendship between General de Gaulle and Dr 
Adenauer. This is not to suggest that the German people are not 
anxious to live in accord with their Western neighbours; but most 
Germans feel that the Chancellér has gone much too far in his 
‘lonely decisions’ in foreign policy, especially with regard to 
France. They feel it might have been better both for the Federal 
Republic and for the Western cause had Dr Adenauer been less 
pro-de Gaulle in recent years. The Germans generally find it 
difficult to see in the French President a strong friend of their 
country, when both he and his Prime Minister appear to go out of 
their way to pronounce on matters which may seem of little im- 
portance to the French but are of vital importance to the Ger- 
mans, e.g. France’s acceptance, at this present stage, of the Oder— 
Neisse line as the permanent eastern frontier of Germany.! This is 
interpreted here as an indication of French desire to lay the 
foundations for a renewal of the generations-old policy of the 
Quai d’Orsay to extend its influence in the Slav world, especially 
in Poland. 

The Chancellor, to judge from the fact that he has not made a 
single comment on this statement about the Oder—Neisse line, 


3 - statement in the National Assembly by M. Debré (Le Monde, 15 October 
1959). 
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evidently considered it less important than the political benefits to 
be gained from continuing friendship with General de Gaulle. It 
is, however, evident that Dr Adenauer has been concerned about 
the possible adverse consequences of the French President’s ultra- 
nationalistic views with regard to N.A.T.O. For this is the only 
real defence organization that the Federal Republic has today— 
the shield behind which German reconstruction has progressed so 
far, and behind which the Bundeswehr is being built up. The 
break-up of N.A.T.O., even a threat of it, could have disastrous 
effects on Western Germany, especially if it meant the withdrawal 
of U.S. forces from Europe. Dr Adenauer certainly does not wish 
to have to make the choice between the U.S.A. and France; but 
under existing conditions, in any serious clash of views between 
them, the Federal Republic would have to side with the U.S.A. 

Most Germans are sceptical about the kind of co-operation 
which President de Gaulle envisages for Western Europe. They 
see it as an alliance of national States, with France in the leading 
role. This, they feel, is not the supra-national solution which the 
younger German generation was urged to accept a few years ago! 
“What is prompting unrest in N.A.T.O. is that it is suffering from 
de Gaulle’s resistance to integration, and that a spirit of national- 
ism is beginning to pervade the whole organization.”* 

In many circles it is also felt that the strong support which the 
Chancellor has given to the French standpoint in many important 
issues has prevented the Federal Republic from being able to use 
its present economic and financial strength to act as a mediator, 
especially between Britain and France. Outstanding among these 
issues is that of the Common Market and the Outer Seven. After 
his visit to London in November 1959, the Chancellor declared 
that everything should be done to prevent a rift between these two 
organizations, since this would have serious consequences for 
Western unity. Dr Adenauer certainly believes that anything 
which divides Europe is bad, and anything which unites it is good. 
He has, however, also made it plain that he regards almost as his 
life-work the establishment of a political ‘Little Europe’ out of 
the six States of the Common Market, and intends to pursue that 
ideal, even though it may mean serious misunderstandings with 
Britain. The attitude adopted by the Federal Republic on this 
issue, despite the opposition of Professor Erhard, the Minister of 
Economics, and other economic and financial experts here, left no 


2 Siiddeutsche Zeitung, 20 December 1959. 
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doubt but that this country’s foreign policy—like its home policy— 
is determined by one man, the Chancellor. 

The Federal Republic will not be officially represented at the 
East-West Conference next June. Dr Adenauer has already 
announced this fact, and indicated the main reason. He does not 
want his country to occupy such a low position as it did at the 
Foreign Ministers’ Conference last summer, when both German 
States sat at side tables. If the Federal Republic were to be given 
a higher position, then the D.D.R. would demand equal status 
and would naturally be sponsored in this by the U.S.S.R. 

This will mean that the Federal Republic will look particularly 
to France to protect West German and Berlin interests, since 
France is regarded as Western Germany’s most loyal ally, especi- 
ally in its policy on Berlin. 

Its absence from the actual Summit Conference does not, how- 
ever, mean that the Federal Republic will be ignored by the three 
Western Powers, whenever its vital interests are involved. The 
Federal Republic will participate in the preliminary deliberations 
on the Western side. Its Ambassador in Washington, Professor 
Wilhelm Grewe, will sit on the preparatory committee which 
meets in the American capital. In Bonn, preparations will be super- 
vised by Professor Karl Carstens, head of the Western Depart- 
ment in the German Foreign Office. He has been put in charge of 
the preparations, although it had been generally assumed that this 
task would have been taken over by Herr Georg Duckwitz, head 
of the Eastern Department. 

Meanwhile, the U.S.S.R. continues its attacks upon the Federal 
Republic, and upon the Chancellor in particular. Soviet smiles and 
blandishments are for other countries, but not for West Germany. 
One of the sharpest attacks on Dr Adenauer was in Mr Khrush- 
chev’s speech in Budapest on the anniversary of the Hungarian 
revolution of 1956. The Soviet Premier had on 15 October 1959 
sent a letter to Dr Adenauer which the latter, for some reason 
known only to himself, carefully guarded as a very special epistle. 
But it was later published in the Moscow press.' In it, Mr Khrush- 
chev repeats the request for an all-German peace treaty, and adds 
that there still remains a chance to replace the friction between 
Moscow and Bonn by confidence and co-operation. Deeds are a 
hundred times more.convincing than mere slogans of peace, the 
letter states, and it demands that the Federal Republic renounce 

1 Soviet News, 21 December 1959. 
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atomic weapons and disarm its fighting forces. (No reference is 
made to the D.D.R. forces.) 

A press campaign, in both the U.S.S.R. and the D.D.R., has 
been directed against the West German Social Democrat Party 
(S.P.D.), especially because of recent changes in that party’s 
outlook with regard to national defence and Marxism. 


THE NEW S.P.D. PROGRAMME 


These changes are to be found in the S.P.D.’s new programme 
which was accepted at a special conference of the party at Bad 
Godesberg (13-15 November 1959), attended by delegates from 
all parts of the Federal Republic and West Berlin. 

In its determination to ‘move with the times’, and incidentally 
to enlist new voters in the 1961 elections, the S.P.D. has made a 
dramatic break with its past. Its new programme, endorsed by 
324 to 16 votes, clarifies the party’s attitude towards national 
defence and organized religion and abandons much of its Marxism. 

The vast majority of the delegates approved Party Chairman 
Erich Ollenhauer’s comment, namely, that to demand that the 
political programme of Karl Marx and Friedrich Engels should 
be the programme of the party today—in 1959—would be un- 
Marxist and would leave the Social Democrats politically power- 
less. The party, he said, ‘must translate the principles laid down in 
its programme into the needs of practical politics for the years 
ahead’. 

The new programme includes the following :* 

(i) Re-emphasis upon the rejection of Communism, because it is 
a potential enemy of democracy. 

(ii) The S.P.D. must become a national party. Class warfare is 
definitely discarded. 

(iii) Nationalization as a solution of economic problems is re- 
placed by the vaguer concept of ‘public ownership’. This now 
seems to mean little more than what most liberal-minded people 
everywhere demand today, especially when combined with Herr 
Ollenhauer’s statement that the S.P.D. aims at creating a society 
in which there is the greatest possible freedom for the individual, 
and security from restriction and threat. Freedom of choice in 
consumer goods and services, free choice of place of work, free 
initiative for employers, and free competition are also mentioned in 
the programme. Many speakers in the conference itself rejected the 


1 Vorwdrts, 20 November 1959. 
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old type of nationalization with bureaucratic control, because they 
felt it must ultimately lead to the exercise of increased power by 
the State. 

(iv) The S.P.D. openly supports national defence, for the first 
time. The party rejects the inclusion of the struggle against 
military conscription in its programme, though it continues to 
oppose conscription as long as Germany is divided. It was sig- 
nificant that Deputy-Chairman Herbert Wehner should have 
declared that acceptance of democracy assumed acceptance of 
national defence. Production and use of atomic weapons were also 
rejected. (Voting on military matters was 340 to 52.) 

(v) The party’s attitude towards the churches was clarified. The 
S.P.D., said Herr Ollenhauer, is a political party and does not 
claim to be either a Weltanschauungspartei (ideological party) or a 
substitute for any church. 

In foreign policy, the new programme supports the strengthen- 
ing and extension of the United Nations as a world organization 
for peace. The S.P.D. favours regional pacts within the United 
Nations as contributions to general disarmament and relaxation of 
tensions. A reunited Germany should join a European security 
system. The S.P.D. supports economic co-operation between all 
European States as well as solidarity with developing countries. 

The Bad Godesberg Conference marked a second stage in the 
process of re-thinking which began at Stuttgart two years before. 
It follows the lines taken by other Socialist parties in European 
countries where material prosperity has caused the old-fashioned 
Marxist concepts to appear outmoded. 

Critics of the S.P.D. maintain that this revision was long over- 
due. In the party itself, it is hoped that the new changes will help 
to increase its votes at the 1961 Federal election. In the past, the 
S.P.D. has never won more than 33 per cent of the total votes. As 
long as Dr Adenauer is Chancellor, however, not even the most 
optimistic member of the Opposition sees much chance of the 
S.7.D.’s coming to power in the Federal Republic. 


J. EMLYN WILLIAMS 
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The Problem of Democracy in Vietnam 


WHEN President Ngo Dinh Diem assumed power in the summer 
of 1954, conditions in South Vietnam were chaotic. Much of the 
countryside was still in the hands of the rebel politico-religious 
sects or controlled by the Viet Cong.? French colonial administra- 
tors and technicians were withdrawing, turning over their duties to 
inexperienced Vietnamese successors. War devastation was wide- 
spread and very heavy, and even the loyalty of the army was un- 
certain. To make a desperate situation even worse, some 800,000 
destitute refugees, requiring immediate feeding and housing and 
eventual resettlement, arrived from the Communist North. The 
greatest danger of all lay in the Viet Cong presence. Numbers of 
the Viet Cong, who were stationed in all parts of South Vietnam 
when the fighting ended, were repatriated to the North, but many 
others were ordered by their Northern masters to remain in the 
South and to await further instructions. The duty of these people 
was to sabotage and subvert so as to make it impossible for any 
government to rule South Vietnam effectively. The only hope for 
South Vietnam’s continuing existence appeared to lie in the forma- 
tion of a strong central Government capable of imposing order, 
security, and effective authority upon the whole country. 
Nevertheless, Ngo Dinh Diem, who had spent some years in 
America before his return, had already decided to turn South 
Vietnam into an American-style republic if this were possible. He 
ousted the former Emperor, Bao Dai, from his position as Quoc- 
Truong, or Head of State, by means of a popular referendum. His 
next major political move was to hold elections for a Constituent 
Assembly which would ratify a draft Constitution. When this 
Constitution had been ratified and adopted, the President trans- 
formed this Constituent Assembly into a National Assembly or 
parliament. Thus, by the end of 1956, South Vietnam had become 
the independent Republic of Vietnam with a democratic Constitu- 
tion and a National Assembly.? Since then, elections for the second 
National Assembly were held on 30 August 1959, and that body is 
now in being. It would seem from this evidence that democracy is 
now firmly established in the Republic of Vietnam. Only by look- 
ing beyond the public acts and pronouncements, however, and by 


? Viet Cong is the term used in this article to refer to the North Vietnamese 
Communists as well as their agents and supporters in South Vietnam. 
® See ‘Progress in the Republic of Vietnam’, in The World Today, February 
1959. 
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studying in detail the working of the government, can one form an 
accurate assessment of the regime. 

There are certain minimum requirements for the successful 
working of a democracy in any country. The following must be 
numbered among these: 

(i) An understanding of the concept of ‘State’ among the mass of the 
people, as well as feelings of membership of that State, loyalty to- 


wards it, and responsibility for its good government 
(ii) An awareness among the bulk of the electorate of the rights and 
duties of citizens, and also a certain minimum of political ex- 


ence, 

(iii) Precton of political discussion and debate. 

(iv) Freedom for all citizens to organize themselves into political 

- Sianteesiine clhgiianne to snes Ghsie wats cathepsnichs 

(vi) Freedom of the press. 

It will be useful to discover whether these prerequisites exist today 
in the Republic of Vietnam. 

For the overwhelming majority of the Vietnamese, heirs to ex- 
perience of a century of French colonial rule, the Government is 
a remote body which passes laws, collects taxes, demands labour 
corvées, takes away able-bodied men for military service, and gen- 
erally enriches itself at the expense of the poor peasant. ‘Govern- 
ment’ is associated in the minds of the villagers with exactions, 
punishments, unpaid labour, and other unpleasant matters. These 
people are members of families and members of villages, and their 
loyalties to both are strong. But these loyalties do not extend be- 
yond the village, nor has any past experience taught the peasants 
why they should. The idea that the peasants should assume any 
responsibility for the government themselves would be so alien to 
their thinking as to be comic. Educated Vietnamese are well aware 
of this, as many of their actions show, but it is still not appreciated 
by foreign observers of the Vietnamese scene. These peasants have 
never been aware of their rights as citizens for the simple reason 
that they have never enjoyed any such rights. The representative 
of the provincial administration has doubtless impressed upon 
them their duty to pay taxes and to perform public works without 
pay, but he has made no mention of any rights. 

Such political parties as existed in Vietnam before the advent of 
independence were all clandestine, so that any political experience 
acquired from these by the Vietnamese peasants will have been of 
secret plotting for the overthrow of the Government. Since inde- 
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pendence, they will probably have been subjected to attempted 
Communist indoctrination by the Viet Cong, but this too will have 
had an anti-Government slant. Since 1954, the peasants have been 
fed on a diet of puerile, and frequently offensive, slogans by the 
Ministry of Information. These serve, if indeed they serve any pur- 
pose at all, to make the peasant distrust the Government of Ngo 
Dinh Diem. The peasants, for all their political naiveté, are far 
from foolish and they are not deceived by slogans alleging to be 
true things which they know, from their own personal experience, 
to be untrue. Any political experience among the peasantry, then, 
is more likely to prove a liability than an asset to any Government. 

There are, in the Republic of Vietnam, establishments euphe- 
mistically known as Political Re-education Camps. Each one of 
these camps contains some thousands of detainees who have never 
faced a court trial and who have never received a fixed sentence. 
‘The declared purpose of the camps is to teach those favourably dis- 
posed towards Communism the errors and shortcomings of Com- 
munist doctrine and practice. The writer has visited such camps 
and talked with the guards and instructors there and, though not 
permitted to question the detainees themselves, had long conversa- 
tions with former inmates who have now been released. ‘The con- 
sensus of the opinions expressed by these people is that there are a 
number of real Communists in the camps, but that the majority of 
the detainees are neither Communists nor pro-Communists. It is 
popularly believed that persons are placed in the camps because 
they have been critical of the regime. Consequently, there is a 
great reluctance among all sections of the Vietnamese people to 
speak critically of the Government in public or to persons whose 
bona fides is not known. Although there is some political discussion 
and debate in Vietnam, particularly among educated Vietnamese, 
this is private, frightened, and carried on only between persons 
well known to one another. Public discussion of political questions, 
such as is known in the West, is entirely absent. 

In theory, Vietnamese citizens are free to organize themselves 
into political parties, but in practice they are not. A person or per- 
sons wishing to form a political party must first register this party 
with the Government. All unregistered political parties are regard- 
ed as operating outside the law and their members are subject 
to severe punishments. ‘What,’ the reader may ask, ‘is to prevent 
the would-be founders of political parties from registering these 
parties?’ The simple fact that the Government will not register 
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political parties which it does not itself control. Dr Phan Quang 
Dan, the Opposition candidate who was elected to the National 
Assembly in the elections of 30 August 1959, told me of his experi- 
ence. He wished to form a Free Democratic Party which would, he 
assured me, oppose Communism but would put forward criticisms 
of a number of Government policies. Dr Dan said that he had been 
trying to register his party for well over a year, but that his applica- 
tions and reminders produced no reply or acknowledgements from 
the Government, and certainly no registration. Others who had 
tried to register political parties had had precisely the same experi- 
ence. It is true that there are several political parties in being, but 
these are controlled by the Government. 

The writer was fortunate in being able to witness in person the 
elections of 30 August 1959 and in seeing at first hand that the 
Vietnamese people were not free to vote as they wished. Here, once 
again, everything appeared to be in.order to the superficial ob- 
server. Electoral lists were displayed and people were invited to 
ensure that their names were inscribed on them. Voting cards were 
then issued, and voting took place in the following way. On enter- 
ing their polling stations, voters were given an envelope and a vot- 
ing slip for each candidate. They went with these into a curtained 
booth, where they placed the slip for their selected candidate in the 
envelope and threw the rejected slips into a wastepaper basket. The 
sealed envelope was then placed in the ballot box. Nevertheless, in 
spite of all this seemingly democratic procedure, candidates who 
were not backed by the Government had little chance of being 
elected. There is no space here to describe in detail all of the 
methods employed by the Government to ensure electoral victory, 
but mention should be made of some of them. Most of the Opposi- 
tion candidates were eliminated, before the election, for breaches 
of the electoral law. This, in practice, usually meant nothing graver 
than that they had obtained the wrong official stamp or the signa- 
ture of the wrong official on their candidature papers. Such op- 
ponents of the Government as survived this first obstacle were 
charged in court with illegal procedures of one sort or another. I 
spent hours in the courts listening to the hearings of these cases, 
and the one feature common to all of them was the absence of any 
real proof of the allegations against the accused. This did not pre- 
vent them from being found guilty and, although the sentences 
were light and were usually suspended, the candidates discovered 
that they had been eliminated by the fact of having been found 
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guilty. Protests by foreign newspaper correspondents were suc- 
cessful in having the candidature of some restored, but this was of 
little avail. Dr Phan Quang Dan, who was elected by an enormous 
majority, found himself debarred from the National Assembly. 
Indeed, he was arrested as he mounted the steps of the Assembly 
building to claim his seat. Moreover, he is ineligible to contest the 
by-election. 

Again, the electoral laws stated that soldiers would vote in what- 
ever constituency they happened to find themselves on election 
day. There were large troop movements into Saigon just before the 
elections, since it was there that the danger of an Opposition vic- 
tory was greatest. The soldiers were ordered to vote for the Govern- 
ment-sponsored candidate, and their voting was checked in the 
same way as that of the members of the National Revolutionary 
Movement. This National Revolutionary Movement is a Govern- 
ment-controlled political party, membership of which is virtually 
obligatory for all Vietnamese public servants, but it is not restricted 
to public servants. In many of the villages visited it was found that 
the pressures on villagers to join this party were very strong in- 
deed. The following extract from Party Circular 338/VP-TU-M- 
TT of 10 August 1959, which was signed by the First Vice-Chair- 
man of the party, Truong Vinh Le, speaks for itself: 


When Party members have voted for the Party candidate, they must tear 
in half the voting slips of the other candidates. They must then return 
one set of these torn halves to the Party branch offices, village offices, 
district offices, or provincial offices in order to facilitate control [over 
the voting]. 


In other words, all members of the party were obliged to vote for 
the party candidate and were not free to cast their votes as they 
pleased. Another interesting feature of this circular is that copies 
were sent to all Governors of Provinces ‘for information’. The im- 
plications of this need no explanation. 

Among other ‘rigging’ procedures, the most noteworthy was the 
failure to issue voting cards. Persons who complained that they 
had not received voting cards were given a polite explanation that 
this was due to a clerical oversight. The numbers of such people 
amounted to tens of thousands, and the election results—no less 
than three different ‘official’ sets of results were issued by the 
Ministry of the Interior and the Ministry of Information*—all 


1 The explanation offered to me by highly placed Government officials was 
that ‘certain elected candidates disclosed that they were not members of the 
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showed clearly that these undelivered voting cards were used by 
somebody, and that the persons using them all voted for the 
Government-sponsored candidates. There was, besides, much evi- 
dence of irregularities in the counting of the votes. 

There is no press freedom in the Republic of Vietnam. Although 
there is no censorship of vernacular newspapers the press is rigidly 
controlled. Before the Government will grant permission for a 
newspaper to be published, it demands that one man should 
assume full responsibility for everything appearing in that paper. 
This unfortunate is then liable to a prison sentence, fines, or other 
' punishments if his newspaper publishes anything of which the 
Ministry of Information disapproves, Distribution of all papers 
is in the hands of the Thong-Nhat Agency, which was granted this 
monopoly by order of the Government. It is thus possible for the 
Government to prevent the distribution of any issue of any news- 
paper of which it disapproves. Moreover, daily sheets are sent by 
the Press Office of the Ministry of Information to all newspaper 
editors ‘drawing attention’ to certain items of news. These sheets 
expressly forbid the publication of certain pieces of news, order 
the publication of others, and indicate the type of comment which 
the editor should publish about stated news items. Foreign-langu- 
age newspapers are subject to censorship. The English-language 
Times of Viet Nam was closed down for three days on 30 May 1959 
for publishing an editorial, part of which had not been approved by 
the Censorship Board. A letter, 2943/BTT/B.C.I. dated 30 May 
1959, from Mr Hoang Nguyen, the then Director of the Press 
Department of the Ministry of Information, threatened the 
Director of the Dong-Nam-A printing house, the printers of the 
Times of Viet Nam: 

The head of the printing house which prints a newspaper offending 
against the censorship laws is regarded as sharing in the guilt. He may 
be punished (by the temporary closure of his printing house) or he may 
be prosecuted under criminal law. 

The Vietnamese press is, not surprisingly, docile, and such papers 
as are still published are never critical of the Government. 

From ail of this, it will be apparent that the conditions cited 
earlier as essential for the functioning of a democracy do not exist 
in the Republic of Vietnam. The Vietnamese Government cannot 
be held responsible for the political inexperience and backwardness 





parties under whose banner they had campaigned’. They had admitted their true 
allegiance only after election. 
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of the mass of the population. This is due to the conditions of life 
which have obtained in Vietnam for a very long time. It would also 
require a very long time for the attitude of mind of all these people 
to be altered and for them to be rendered capable of playing a con- 
structive role in the working of a democracy. The restriction of the 
freedom to engage in political discussion, to vote as one wishes, to 
form political parties, to publish a free press, and the rest is a 
positive and deliberate act of the Government; presumably, the 
Government has found that conditions in the country make such 
restrictions necessary. Numbers of foreign observers have noted 
this for themselves and have disapproved strongly of what they 
usually term ‘the cynical hypocrisy of the Vietnamese Govern- 
ment’ or some such phrase. The majority of foreign dip!omatists 
whom one meets in Saigon are wont to complain about the absence 
of democracy and liberty in Vietnam. It is worth examining both 
criticisms in order to assess how valid they are. 

Most of the criticism levelled at the Vietnamese Government by 
foreign observers is occasioned by the simple fact that this Govern- 
ment claims to be what it is'not. It claims that it is a democratic 
Government of a democratic State and that it holds office by virtue 
of the mandate given by the people in free elections. This claim to 
be a democracy brings certain limited advantages in the sphere of 
propaganda, and the Government presumably points to these as its 
justification for making the claim. In the same way, Russia makes 
no allocation of funds in her Budget for an intelligence service and 
emits cries of horror annually at the wicked Americans when the 
United States Budget sets aside money for the Central Intelligence 
Agency. Presumably Russia considers it worth while to adopt this 
attitude, but the propaganda advantage is severely limited because 
none but the most politically naive will accept the implication that 
Russia herself has no intelligence service. In the case of Vietnam, 
the claim to be a democracy also entails grave disadvantages be- 
cause the outside world may well accept the claim as the truth. 
When it receives sufficient evidence that the claim is false, it will 
accuse the Vietnamese rulers of deception and will view any further 
claims they may make with the gravest suspicion. In this way, the 
Vietnamese Government finds itself blamed for not being demo- 
cratic even though the conditions essential for the creation of a 
democracy do not exist in Vietnam. It invites this blame and criti- 
cism because of the claim which it itself makes. 

In terms of achievement, the Government of President Ngo 
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Dinh Diem has been very successful. It has resisted attempts to 
overthrow it and is still in office; it has dealt most efficiently with 
the massive influx of refugees, nearly all of whom are now resettled 
in new villages; it has disbanded the politico-religious sects and 
has restored order, and a good measure of security, throughout the 
country. Such Viet Cong as are still active in the Republic of 
Vietnam are on the defensive and seem to be able to accomplish 
little more than the murder of some minor Government officials in 
remote regions. Fears of an imminent Communist takeover have 
receded into the background and most of the people are opposed to 
Communism. This latter phenomenon is the result of the appalling 
atrocities inflicted upon the people by the Communist authorities 
in North Vietnam rather than a direct consequence of the anti- 
Communist propaganda disseminated by the Ministry of Informa- 
tion. It must, nevertheless, be reckoned one of the successes of the 
Ngo Dinh Diem Government. This is far from being a full list, but 
it is, even so, a formidable record of successes. Due credit for this 
is not accorded by the outside world because of the absence of 
democracy in the country. 

President Ngo Dinh Diem is a sincere admirer of democracy and 
would genuinely wish the Republic of Vietnam to be a democratic 
State. Nobody who has any acquaintance with the man can doubt 
this. But he is too intelligent a ruler to risk the collapse of his 
Government and the resultant relapse into chaos of the country. 
This is why the actions of his Government are sometimes found to 
be in conflict with the pronouncements of the President. He is en- 
snared in a trap of his own making and is often the object of criti- 
cism for not doing what it would be impossible to do in Vietnam 
and survive. It would be possible for him to declare a State of 
Emergency and to suspend the democratic Constitution. This 
action would be completely justified by the very real danger from 
Communism, but he prefers to maintain the fagade of democracy. 
Consequently, he is judged by the standards of democracy and is 
found wanting. 

The evidence presented in this article has led to two con- 
clusions: (i) that democracy does not exist in the Republic of 
Vietnam today; and (ii) that the basic prerequisites, essential for 
the effective working of democracy, do not exist in the Republic of 
Vietnam today. The fact of the matter is that democracy is, at the 
present time, irrelevant in Vietnam. Her situation is fraught with 
difficulties. She is threatened by powerful Communist neighbours; 
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she is not economically viable; she is under-developed and lacks 
the money and the technicians to carry out agricultural and in- 
dustrial development; she is administered by inexperienced ad- 
ministrators. These are but some of her difficulties. On the credit 
side of the ledger, she is receiving generous monetary and technical 
assistance from the United States, from the Colombo Plan coun- 
tries, and from other sources. She has continuously to face and 
to overcome difficult practical problems. To evaluate the success 
or failure of the Vietnamese Government in terms of whether its 
actions are democratic or not would seem to be neither realistic nor 
helpful. Yet this is the yardstick which has been used, up to the 
present, by almost all observers of the Vietnamese scene. Two 
standards which would be very much more useful under the exist- 
ing circumstances are practical achievement and human justice. 
These two standards would prove to be much more helpful in 
evaluating past actions and as a guide to the formulation of future 
policies. 

Two different, but inter-related, kinds of problem confront the 
Vietnamese Government today. On the one hand, it must accom- 
plish material progress, that is to say it must raise living standards, 
make the country economically self-supporting, build roads, 
bridges, hospitals, schools, and the rest. But it must also win the 
confidence and support of the people, for without the active and 
willing participation of the people in its undertakings it will not 
achieve ultimate success. Whether the form of this government is 
democratic, paternalistic, authoritarian, oligarchic, or what you 
will is irrelevant provided it is successful in both of these spheres. 
To date, it has succeeded well in the first but has made little pro- 
gress in the second for the reasons stated. 

P. J. Honey 


A Free Trade Area in South America 


A RELATIVELY unnoticed development is taking place among the 
southern and eastern countries of South America—economically 
the most important part of the region. This development, the be- 
ginnings of a free trade area, may turn out to be of major signifi- 
cance for these countries’ development. 
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Talk of common markets, free trade areas, and economic inte- 
gration is nothing new in Latin America: all the Latin American 
economists, and some of the politicians, are aware of the economic 
isolation that has always been characteristic of the republics, and 
some have been aware that this isolation has retarded development. 
The basic idea of seeking closer economic relations dates from 
about 1888, when the First International Conference of American 
States discussed the formation of a Customs union in the Western 
hemisphere.* 

_ Since then, it must be admitted, setae little progress has 

been made. The theme has, however, been revived by the success 
of the European experiment, and there are now several variants 
under current discussion. The most ambitious and unrealistic 
thesis is a Pan-American common market to include all Latin 
America, the U.S.A., Canada, and presumably all the Antilles. It 
does not progress much, and owes its existence chiefly to a vague 
idea that association with the U.S.A. would bring certain benefits. 

A more serious project that has been given extensive and earnest 
study by the Organization of American States and by the United 
Nations Economic Commission for Latin America (E.C.L.A.) (in 
fact it seems to be Dr Raul Prebisch’s favourite theme these days) 
is the Latin American common market? embracing the twenty 
republics. 

This is a possible ultimate goal; but practical people foresee a 
more workable idea in the formation of regional common markets 
or free trade areas. There are in fact three main regions where this 
is being studied: 

1. Central America. The five member republics of the Organiza- 

tion of Central American States (ODECA) have made the most 

tangible progress towards a Customs union and a pooling of 
industries. Their task has been the easiest, as they are relatively 
small economies with a joint population of 10 million. 

2. ‘Gran Colombia’. The original three, Colombia, Venezuela, 

and Ecuador, recognize the possibilities but have perhaps too 

many domestic problems at the moment to devote much time 
to economic integration. Their first attempt at economic co- 


+ Pan American Union, Washington D.C.: Development of Regional Markets in 
Latin America (Washington, November 1958). 

* U.N., Economic Commission for Latin America: Economic Bulletin for Latin 
America, Vol. IV, No, 1, March 1959—‘Progress towards the Latin American 
Common Market’, and ‘Recommendations concerning the Structure and Basic 
Principles of the Latin American Common Market’. 
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operation was the formation after the war of the Gran Colombia 

merchant fleet, from which Venezuela subsequently withdrew. 

3. The Southern Seven. 'This convenient designation of course 

includes Brazil. In this region, which contains about two-thirds 

of the population of Latin America and a much larger propor- 
tion of the wealth, the possibilities are really interesting. 

It is evident that there are fundamentally different aims, as well 
as some in common, behind the efforts of, for example, the Central 
American group and the Southern Seven. 

The Central American republics have much in common: their 
economies are very similar and in a roughly equal stage of develop- 
ment. They are not in any sense complementary economies and, if 
they wisely decide not to try to be competitive, their aim must be 
to pool their resources and unify the market. The trading of 
primary produce among the Central American republics can never 
be other than negligible since they produce the same commodities ; 
but the development of regional industries—a scheme whereby 
a factory in one republic may freely market its products in the 
others—is an important step in industrial development and helps 
to overcome the principal objection of foreign investors that each 
of the republics is alone too small a market for any worth-while 
venture. 

In the Southern Seven the citcumstances are quite different. 
This group has for years accounted for 80 or go per cent of intra- 
Latin-American trade, and intra-Latin-American trade represents 
about 10 per cent of this group’s total world trade. 

The inducements to integration are more numerous and more 
powerful: not only does the Central American argument of the 
unified market for trade and investment apply, but it applies to a 
population of almost 106 million, including communities with 
higher per capita incomes than are common in Central America, 
for example. 

The E.C.L.A. has devoted a great deal of work to the Southern 
Seven in the course of its promotion of the general theme of in- 
creasing trade within the region. There is no shortage of material 
published at intervals since 1948, when the problems that are so 
familiar today were beginning to appear." 

An awareness of each other’s potentialities as suppliers and as 


1 E.C.L.A.: Study of the Prospects of Inter-Latin- American Trade (Southern 
Zone of the Region) (U.N. Department of Economic Affairs, New York, 1954); 
and Study of Inter-Latin-American Trade, ditto, 1957. 
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markets had of course existed among the Southern Seven for many 
years, but it was not until the disruption of classical multilateral 
trading brought about by the war that the individual countries of 
the group were to some extent forced into expanding trade with 
each other. The present attempts to form a free trade area are 
aimed at overcoming difficulties not so much in creating trade cur- 
rents as in realizing the potential already there. 

The economies of the Southern Seven are to a surprising degree 
complementary, and steadily becoming more so as old deficiencies 
are made good in one or another republic. As regards agriculture, 
the area stretches from the equator to the Antarctic and there is no 
agricultural product of major importance that is not produced or 
could not be produced in the region, from Amazon rubber—still 
the best—to Patagonian wool. An obvious but not unimportant 
example of interchange is the trade in fresh fruit between Argentina 
and Brazil. This very useful traffic has on various occasions been 
restricted and even interrupted by one or another of the adminis- 
trative difficulties that have so retarded progress at different times. 

Besides the agricultural exchanges that are possible, there is the 
wealth of mineral output by Chile, Peru, and Bolivia that is tend- 
ing to enter more into these countries’ trade with their neighbours. 
In the past there has been a limit to the amount of raw copper, 
lead, zinc, or tin that Argentina or Uruguay, for example, would 
accept in trade with West Coast countries in exchange for supplies 
of essential foods: their acceptance was limited by their own in- 
dustrial limitations. 

It is clearly through an enlargement of the internal trade of this 
region that the particular problems of Chile, Peru, and Bolivia in 
the matter of food supplies are likely to be solved and their po- 
tential contribution to the development of the region fully realized. 
Brazil is also a food importer and a producer of commodities not 
obtainable elsewhere within the region of the Seven. 

After the war, when the problems of development and trade 
balances began to become acute for the Southern Seven, all kinds 
of expedients appeared in their trade and payments policies. The 
essence of their problem was that their populations were growing 
(and still are) at a faster rate than their sales of primary com- 
modities on world markets: consequently the home demand for 
manufactured goods exceeded the payments capacity earned by 


Two ‘principal factors have in varying degrees accentuated the 


A FREE TRADE AREA IN SOUTH AMERICA 83 


imbalance brought about in this way. Inflation, accompanied by a 
shift in the distribution of wealth towards non-saving sectors of the 
population, generated an artificial but perfectly real demand for 
consumer goods that represented in many cases an extraordinary 
increase over previous levels. At the same time the earning capacity 
of the primary commodity producers has been severely curtailed 
by the fall in prices that occurred after the Korean war boom and 
which came just as many countries were gearing their economic 
expansion to higher export earnings. 

Moreover, the process of industrialization, which has progres- 
sed farther in Argentina, Brazil, Chile (three of the seven), and 
Mexico than elsewhere in Latin America, and faster than any- 
where in the world, has not only increased the demand for machin- 
ery and raw materials but has also distributed new purchasing 
power in the form of high industrial wages. 

In these circumstances, balance-of-payment problems appeared 
soon after the war, and gained in magnitude with the collapse of 
commodity prices after Korea. In those countries where inflation- 
ary financing of industrial development had been allowed—not- 
ably in Argentina, Brazil, and Chile—exchange and trade restric- 
tions were necessary to maintain something like a balanced pay- 
ments position. Brazil was less successful than Argentina: balance- 
of-payments deficits had to be met in Brazil’s case by borrowing 
abroad, while Argentina evolved an extremely complex and reason- 
ably effective trade and exchange control system. 

But whatever means were used to keep payments reasonably in 
balance, there was by no means enough exchange available for 
what were felt to be urgent needs, and it was during the period 
1946 to 1954 that the bilateral trade agreement, usually with clear- 
ing account or compensation arrangements and mutual swing 
credit limits, was widely used as a means of enlarging a country’s 
trading scope. 

This development of the bilateral trade and payments agreement 
was led by Argentina. During her history as a republic Argentina 
appears to have signed about a hundred bilateral agreements, 
protocols, notes, and minutes with Latin American countries, of 
which forty were signed between 1946 and 1954. (This record is 
not up to date but it accounts for most of the bilateral agreements 
entered into by the Perén Government with other Latin American 
States.) 

Many such agreements were signed by Argentina, Brazil, 
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Uruguay, and others with European countries, as a means of ob- 
taining urgently needed supplies without actually having to pay 
for them, and in exchange disposing of surplus commodities. The 
swing credit clause enabled the parties to avoid a suspension of the 
exchange of goods because of one country being in debt to the 
other, but in practice these swing credits served only to postpone 
the breakdown of many agreements, for once the maximum of the 
swing is reached the creditor country normally ceases to ship until 
some action is taken by the debtor. In the European context the 
Latin Americans for the most part obtained what was possible 
under the swing credit and left the agreement inoperative until the 
_ debt could be paid. Such agreements were not always renewed 
on expiry, and at the moment there are very few in existence be- 
tween any of the Southern Seven and Western Europe, and virtu- 
ally none is operative. 

Within their own circle, however, the Southern Seven kept 
bilateral agreements going rather longer, since there was not the 
same tendency for one party to get rapidly into debt with the other. 
But the disadvantages were not long in appearing: although it is 
convenient to conduct trade without the use of hard currency when 
it is a case of obtaining needed products of known quality, it may 
be irksome to be obliged to accept unwanted goods, at high cost 
perhaps, merely for the sake of disposing of a surplus that might 
otherwise have been sold for dollars. When large balances accumu- 
late in one party’s favour there are problems of settlement, since 
final payment in dollars is normally required. 

By 1958 the many bilateral agreements in force among the mem- 
bers of the southern group were in a highly tangled state and serv- 
ing little purpose. There did not appear to be any one prominent 
creditor nor any single recalcitrant debtor. Attempts were made by 
Argentina, Brazil, and Chile to ‘multilateralize’ their various bi- 
lateral balances. In this they were endorsed and encouraged by a 
meeting of Central Bank representatives held in Rio de Janeiro 
towards the end of 1958: at this meeting Dr Raul Prebisch deliver- 
ed an impressively good address! in which he advocated the estab- 
lishment of a payments union as a prelude to the formation of a 
Common Market. When it is remembered that the European Pay- 
ments Union preceded the Economic Community by about thir- 


1 Published in Revista del Banco de la Repiblica (Bogota), Vol. XXXI, No. 
374, and in Revista del Banco de la Republica Oriental del Uruguay (Montevideo), 
Afio 17, No. 68. 
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teen years there is clearly something to be said for the argument: 
without going outside the experience of the Southern Seven, it 
can be seen that it has most commonly been payments difficulties 
that have hampered trade. 

Although Prebisch was speaking of the idea of a common 
market for the whole of Latin America his argument is no less 
applicable to the Southern Seven. There is, however, another 
school of thought which believes that the key to greater trade 
movements lies in the removal of tariff barriers and administrative 
restrictions—most of which are designed as protective measures. 
They should no longer be necessary, it is thought, once the area 
realizes its own unity. This may be true; but the protective re- 
strictions applied by Governments are normally intended to fulfil 
a dual purpose: to protect the balance of payments as well as to 
shield local industry from outside competition: payments con- 
tinue to appear as a dominant factor, whichever way the problem is 
approached. 

In the event, Prebisch’s thesis appears to be preferred. A draft 
treaty establishing a free trade area was signed last September by 
representatives of the Governments of Argentina, Bolivia, Brazil, 
Chile, Paraguay, Peru, and Uruguay. This was only a draft : amend- 
ments could be sent in until 15 January 1960 for consideration at a 
second meeting to be held in February. Meanwhile a second meet- 
ing of the Central Bank officials was in session in Montevideo from 
11 January to continue work on the mechanism of the payments 
union. 

The draft is partly inspired by the treaty of Rome that created 
the European Common Market or Economic Union, and it simi- 
larly calls for the gradual liberalization of commodities within the 
area, starting with essentials, which in this case are agricultural 
products. It incorparates a new idea in allowing for special con- 
cessions to member countries that are in a less advanced state of 
economic development, as a means of helping them out of their 
difficulties—Paraguay or Bolivia, for example. 

The deliberations of the Central Bank representatives are not 
yet known, but it is very much to be hoped that they go somewhat 
beyond the mere routine of a multilateral payments mechanism. It 
may be wondered whether they will consider the unification, or at 
least the co-ordination, of monetary policy and of the practices 
followed by Central Banks in regulating exchange markets. 

In other words a clash between cheap money and dear money 
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will have to be avoided, and the values in different places of the 
products traded will have to be realistic and comparable. Fortun- 
ately there is a certain reserve of experience in these matters 
through the trade movement that already exists. 

Rémulo Ferrero, the economist, of Lima, who was formerly a 
little distrustful of the Common Market proposals, which he 
feared might represent for Peru a curtailment of economic free- 
dom, now writes more enthusiastically of them but warns that 
absolute freedom of payment, both inside the group and outwards, 
is essential. He is also opposed to any steep increase in Customs 
tariffs towards the rest of the world, lest the free trade mechanism 
should become merely a protectionist device.' 

There are other dangers to be guarded against: some considera- 
tion must be given to the inherently disadvantageous position of 
the West Coast countries (including Bolivia) in their need to buy 
food products with the earnings of minerals that they can sell only 
to countries with a certain degree of technical development. Two 
trends may be expected as the result of the introduction of free 
trade area facilities: the already industrialized countries, Argentina 
and Brazil, will find an increased market for their manufactures 
and will require larger quantities of base metals and other raw 
minerals; or the possibility of entering a wider market will en- 
courage the West Coast countries to establish fabricating industries 
that are complementary to, rather than competitive with, those of 
Argentina and Brazil. 

A simple illustration comes to mind. The Huachipato steel mill 
in Chile produces sheets suitable for making tinplate; Bolivia 
produces tin ore; Argentina uses a vast quantity of cans in her huge 
food-processing industry. 

Chile also produces excellent newsprint and possesses timber 
resources sufficient to supply most of the paper requirements of 
the Southern Seven. Capital is needed to enlarge the Bio-bio 
paper mill, and it should not be beyond the resources of, for ex- 
ample, Argentine and Brazilian publishing interests to provide it. 

Most important of all, perhaps, Argentina’s incredibly successful 
petroleum development plans are expected to lead to a surplus 
within a few years. Brazil at least will welcome supplies so close at 
hand. 

It is of course feared that the liberalization of commodities other 


1 Cf. article by Ferrero in the forthcoming Supplement on South Americé: to be 
published by The Statist (London) this spring. 
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than essentials and non-competitive products would cause alarm- 
ing dislocations in the rather precarious industrial structure of the 
larger members of the group. Provided that social disturbances 
were avoided this might be beneficial. In many of the larger manu- 
facturing industries there are foreign shareholders or parent com- 
panies which have subsidiaries in several Latin American countries. 
These would doubtless be willing to collaborate with the central 
authority (probably the E.C.L.A.) in reorganizing their plants to 
suit the new circumstances. Conducted gradually over the ten 
years foreseen in the draft treaty, no great harm would result; 
moreover, if there were any displaced labour that could be per- 
suaded to return to the land, that too would do no harm. 

A question that very naturally arises in the mind of the Euro- 
pean observer is whether these probable changes in the structure 
of the trade of the Southern Seven will reduce their attractiveness 
as markets: whether, in fact, by co-ordinating their own resources 
better they will import less. 

The theory behind the free trade area or common market idea is 
that it may help to solve the intractable problem of the stagnation 
of production and export earnings per capita, and thus increase the 
per capita income and importing capacity. The co-ordination of 
resources ought to reduce waste and uneconomic production and 
should lead eventually to the development of balanced economies 
in which agriculture is stimulated and made more efficient: more- 
over the composition of exports may change slightly in favour of 
commodities with a higher degree of processing. In other words, 
export earnings should increase as production costs decline in 
relation to other prices and volume increases in relation to em- 
ployment. 

In any event there will be an improved scope for the investment 
of industrial capital, as has been noticed in Europe, particularly 
when agreement on the free marketing of the products of such 
industries is reached among the Seven. 

Without some such development as that foreseen, the long-term 
future of the Latin American countries—even the more prosper- 
ous ones—is not easy to forecast. As Prebisch and others have 
pointed out many times, the rate of demographic growth is such 
that primary commodity producers are increasingly unable to 
maintain a balanced payments position. Foreign capital has helped 
and will doubtless continue to do so, but the amounts that the 
developed countries of the northern hemisphere will be able to 
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make available—having regard to claims from other parts of the 
worid—will not alone solve Latin America’s problems. 

The common market plans will at least lead to greater efficiency 
and better utilization of the area’s resources, both human and 
financial. The tendency should be for foreign trade to increase, and 
other forms of business activity as well. 

As regards transport, known to be deficient in the Southern 
Seven, space does not permit any comment, but as a general pre- 
cept it could be said that where there is a real demand, services will 
appear. The physical barriers that have helped to maintain the 
economic isolation of the republics, and even of regions within 
them, are already being overcome and will presumably lose im- 
portance altogether once the movement acquires real momentum. 
The need for capital for the development of transport services in 
general is tremendous. : 

Probably the Free Trade Area has to be taken seriously, at least 
where the Southern Seven are concerned. Whether they and Gran 
Colombia and Central America and Mexico, et cetera, ever join up 
to fulfil Raul Prebisch’s dreams, is more doubtful. However, the 
movement is afoot, and the Latin Americans are nothing if not 
dynamic. 

Davip HUELIN 
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